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1. ON AUGUST 6 J.O. MORETON, BRITISH CHARGE D'AFFAIRES, 

DELIVERED FOLLOWING LETTER FROM PETER SHORE, UK SECRETARY OF 
STATE FOR TRADE, TO TREASURY SECRETARY WILLIAM SIMON. 

MESSAGE FROM MR. PETER SHORE, THE UK SECRETARY OF STATE 
FOR TRADE, TO MR. WILLIAM SIMON, THE US SECRETARY OF THE 
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ALLEGATIONS OF DUMPING OF UK CARS 

I UNDERSTAND THAT YOU ARE CONSIDERING WHETHER TO START A 
FORMAL INVESTIGATION INTO ALLEGATIONS OF DUMPING OF 
MOTOR CARS BY FOREIGN MANUFACTURERS, INCLUDING THE BRITISH 
LEYLAND MOTOR CORPORATION. THIS CAUSES ME CONSIDERABLE 
CONCERN, BOTH BECAUSE OF THE LIKELY EFFECTS ON AN IMPORTANT 
BRITISH INDUSTRY AND BECAUSE OF THE WIDER REPERCUSSIONS ON 
THE INTERNATIONAL TRADE SCENE AT THIS VERY DIFFICULT TIME. 

YOUR PEOPLE WILL HAVE SEEN AIDES MEMOIRE ON THIS FROM OUR 
EMBASSY DELIVERED ON 31 JULY AND FROM THE COMMUNITY'S 
DELEGATION ON 1 AUGUST, WHICH PRESENT DETAILED REASONS FOR 
OUR VIEW THAT THE PRECONDITIONS SET OUT IN THE ANTI- 
DUMPING CODE OF THE GENERAL AGREEMENT ON TARIFFS AND 
TRADE HAVE NOT BEEN MET AND THAT NO CASE HAS BEEN 
ESTABLISHED AT THIS TIME FOR A FORMAL INVESTIGATION. 

TO SUMMARISE: THE GATT ANTI DUMPING PROVISIONS ARE 
CONCERNED WITH SELLING PRODUCTS IN ANOTHER COUNTRY AT 
LESS THAN THEIR NORMAL VALUE IF THIS CAUSES OR 
THREATENS MATERIAL INJURY TO AN ESTABLISHED INDUSTRY. 

PRIMA FACIE EVIDENCE ON BOTH PRICE AND MATERIAL INJURY 
SHOULD BE ESTABLISHED BEFORE A FORMAL INVESTIGATION 
BEGINS (THE GATT CODE COULD OTHERWISE INTERFERE WITH 
PROPER FREE FUNCTIONING OF THE MARKET WHERE, FOR INSTANCE, 

A COMPANY MAY MATCH A COMPETITIVE PRICE). I DO NOT KNOW 
WHETHER YOUR PEOPLE CONSIDER THERE IS PRIMA FACIE EVIDENCE 
THAT B L M C SOLD CARS AT LESS THAN THEIR NORMAL VALUE 
WITHIN THE GATT DEFINITIONS: BUT I CANNOT SEE THAT A 
PRIMA FACIE CASE HAS BEEN DEMONSTRATED THAT THIS HAS 
CAUSED OR THREATENED MATERIAL INJURY TO THE US AUTOMOBILE 
INDUSTRY. AS YOU KNOW THE WAY IN WHICH THE GATT ANTI- 
DUMPING CODE IS APPLIED IN RELATION TO INJURY IS OF 
CONSIDERABLE CONCERN TO THE US'S TRADING PARTNERS. 

IT MAY, OF COURSE, BE FELT THAT THE START OF AN INVESTIGA- 
TION WILL NOT PREJUDGE THESE MATTERS. BUT I WOULD LIKE 
TO URGE TWO CONSIDERATIONS. 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 STATE 186753 


FIRST, THE START OF AN INVESTIGATION IN THE US IS A 
PARTICULARLY SERIOUS MATTER BECAUSE THE TRADE OF THE 
COMPANY UNDER INVESTIGATION IS INEVITABLY DAMAGED, 
BY THE UNCERTAINTY ABOUT DUTY PAYABLE, AS A RESULT OF 
THE INVESTIGATION ITSELF, WHETHER OR NOT ANY CASE IS IN 
THE EVENT ESTABLISHED. THERE ARE ALSO HEAVY LEGAL 
EXPENSES. 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


SECOND, I AM SURE YOU ARE CONSCIOUS OF THE WIDER CON 
SIDERATIONS AT THE PRESENT TIME, ARGUING FOR METICULOUS 
CARE IN HANDLING THESE MATTERS. IN THE PRESENT 
ECONOMIC DEPRESSION IN THE WESTERN WORLD, WHICH IS STILL 
DEEPENING IN THIS COUNTRY, MANY INDUSTRIES ARE PRESSING 
FOR PROTECTION. OUR OWN MOTOR INDUSTRY IS AMONG THESE. 
IMPORT PENETRATION IN OUR CASE IS AS HIGH AS ONE THIRD 
OF THE MARKET BUT I MYSELF HAVE SO FAR BEEN ABLE TO 
RESIST VERY HEAVY PRESSURE TO RESTRAIN IMPORTS. AS 
GOVERNMENTS WE KNOW HOW PROTECTIONIST SENTIMENT AND 
MOVES IN ONE COUNTRY WILL SET OFF PROTECTIONIST 

REACTIONS IN OTHERS. THE RESULTANT EFFECT ON WORLD TRADE 
WOULD MAKE THINGS WORSE FOR EVERYBODY, INCLUDING THE 
INDUSTRIES PROTECTED. THIS IS WHY BOTH WE AND YOU HAVE, 

THROUGH THE OECD, PLEDGED OURSELVES TO AVOID SUCH 
MEASURES. I DO NOT SUGGEST THAT THIS MEANS GIVING UP 
PROPER GATT RIGHTS: BUT RATHER THAT IT IS MORE THAN 
USUALLY NECESSARY TO DEMONSTRATE THAT ALL REQUIREMENTS 
FOR ESTABLISHING THEM HAVE BEEN FULFILLED. IN THIS 
RESPECT, AS IN OTHERS, THE ACTIONS OF THE US, AS THE 
WORLD S LARGEST TRADING NATION, ARE WIDELY WATCHED BY 
OTHERS AND ARE OFTEN A SIGNAL FOR THEM. 

I HOPE VERY MUCH THAT YOU WILL DECIDE THAT THE CONDITIONS 
FOR A FORMAL INVESTIGATION INTO THE ALLEGATIONS ABOUT 
BLMC HAVE NOT BEEN MET AND THAT IN PARTICULAR A CASE HAS 

NOT BEEN MADE ON THE GROUND OF MATERIAL INJURY. DENIS 
HEALEY HAS ASKED ME TO ASSOCIATE HIM WITH THIS MESSAGE 
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AND HOPES THAT YOU WILL GIVE DUE WEIGHT TO THE INTER- 
NATIONAL CONSIDERATIONS. END TEXT. KISSINGER 
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